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PER CURI AM

In this diversity action, Courthouse Search of Northern
Virginia (Courthouse) appeals a jury verdict in favor of
Fountai nhead Title Goup Corp. (Fountainhead) for $200,000 on
negl i gence and breach of contract clains. Courthouse argues that
the evidence was insufficient to sustain the jury’ s negligence
verdi ct and that Fountai nhead waived its right to the collateral
source rule for both clainms by introducing evidence that it
recovered $175,000 fromits insurer. For the foll owi ng reasons, we
affirm

l.

Fount ai nhead i s a nortgage settlenment and title insurance
conpany with its headquarters in Maryland and offices in several
nei ghboring states, including Virginia. 1|In 2000 Fountai nhead was
hired as settlenent agent for a $200,000 secondary nortgage | oan
from Chanpi on Mortgage (Chanpion) to Luis Quinonez. The |oan was
secured by real property in Virginia owned by Quinonez.
Fount ai nhead contracted with Courthouse to perform a title and
j udgnent search and to record the deed of trust agai nst Qui nonez’s
property.

Court house conducted three searches of Quinonez’'s
property. The first search, perfornmed on August 23, 2000, reveal ed
no out st andi ng j udgnents agai nst Qui nonez as of July 31, 2000. On

Cctober 16, 2000, a second search showed a judgnent against



Qui nonez in favor of Bank of America for $1,039,007.43 that had
been entered on August 25, 2000. Fountai nhead ignored the second
report, believing it to be a duplicate of the initial search, and
conducted settlenent of the |oan on Cctober 16, 2000. Foll ow ng
settl ement Fountai nhead asked Courthouse to conduct a “bring-to-
date” title search before the deed of trust was recorded. On
Cct ober 24, 2000, before the “bring-to-date” search, Fountai nhead
di sbursed the | oan proceeds to Qui nonez. The next day, October 25,
2000, Courthouse perfornmed the final search and did not uncover or
report the Bank of America judgnment or any other problenms to
Fount ai nhead. Courthouse al so recorded the deed of trust in favor
of Chanpi on on Cctober 25.

The foll ow ng spring, Quinonez, who had not pai d t he Bank
of Anerica judgnent, defaulted on the secondary nortgage | oan from
Chanpi on. The val ue of the property was insufficient to pay both
creditors, and Chanmpion had no recourse against the property
because Bank of Anmerica’s judgnment was recorded prior to Chanpion’s
deed of trust. Fountainhead agreed to cover Chanpion’s $200, 000
| 0ss.

Fount ai nhead sued Court house for negligence and breach of
contract in connection with Courthouse’s failure to report the Bank
of America judgnment before recording the deed of trust. During the
trial Fountainhead revealed that it had paid only $25,6000 of the

$200, 000 to Chanpion and that its errors and om ssions insurance



carrier had paid the remaining $175,000. The jury found in favor
of Fountainhead on both its negligence and contract clains and
awar ded $200,000 in dammages. Courthouse filed a nmotion for
j udgnment notwi t hstandi ng t he verdi ct, which was deni ed. Courthouse
appeal s.

.

Courthouse argues it was entitled to a directed verdi ct
on the negligence claimeither because Courthouse’ s breach did not
cause Fountainhead’ s damages or because Fountai nhead commtted
contributory negligence. 1In the alternative, Courthouse contends
t hat Fount ai nhead’ s danmages should have been linmted to $25, 000
because of the $175,000 paynent Fountainhead received from its
i nsurance carrier. Courthouse al so argues that the substantive | aw
of Virginia, rather than that of Maryland, governs the negligence
claim A court may grant a directed verdi ct agai nst a party on any
i ssue for which there is no legally sufficient evidentiary basis
for a reasonable jury to find in favor of that party. Fed. R Gv.
P. 50. W reviewde novo a district court’s denial of a notion for

judgnment as a matter of |law. Konkel v. Bob Evans Farns, Inc., 165

F.3d 275, 279 (4th Cr. 1999).
A
In a diversity action the choice of lawrule of the forum
state, inthis case Virginia, determ nes which state’s | aw governs

each claim Quillen v. Int'l Playtex, Inc., 789 F.2d 1041, 1044




(4th Cr. 1986). Under Virginia |law the substantive |aw of the
state in which “the place of the wong” occurred -- “defined as the
pl ace where the | ast event necessary to nake an act |iable for an
alleged tort takes place” -- governs Fountainhead s negligence
claim 1d. (internal quotation marks omtted). The district court
hel d that Maryland | aw applied to the negligence clai mbecause the
| ast event necessary to nmake Courthouse |iable to Fountainhead
occurred in Maryland. This event was Fountainhead s reliance on
the bring-to-date search report that gave rise to Chanpion’s claim
agai nst Fount ai nhead.

Court house does not dispute that Fountainhead' s injury
took place in Maryland, but argues that the termnation of its
services, not the injury, was the | ast event necessary to give rise
to the cause of action. Courthouse perfornmed all of its services
in Virginia, and its services concluded before Fountainhead
suffered any injury. Injury is an essential elenent to a
negl i gence cause of action, and there is no support for the
proposition that a cause of action for negligence can accrue before
there is an injury. The district court correctly determ ned that
“[h]ad [Fountainhead] not relied on the results of defendant’s
search, it would have no cause of action for negligence.” J.A 50-
51. Because Fountainhead’s reliance and injury occurred in

Maryl and, Maryl and | aw governs the negligence claim



B.

Courthouse argues it was entitled to a directed verdict
on its claim of <contributory negligence because Fountainhead
di sbursed the funds before the deed of trust was recorded.
Simlarly, Courthouse argues that Fountainhead’ s premature
di sbursenent of the |oan proceeds should have precluded a jury
finding that Courthouse’s breach was the proxinmte cause of
Fount ai nhead’ s injury. For both argunments Courthouse primarily
relies on a single Fountainhead witness, who testified that the
conpany “should not have” disbursed the funds when it did. The
same wi tness also testified, however, that Fountai nhead woul d have
taken action to reverse the disbursenent of funds had Courthouse
notified Fountai nhead of the Bank of America judgnent. Courthouse
i ntroduced no evidence on the question of whether the timng of
Fount ai nhead’ s | oan disbursenent was a breach of any duty to
Chanpion. Nor did it introduce evidence to rebut Fountainhead s
position that it would have been able to stop the di sbursenent had
it been notified of the Bank of America judgnment by Courthouse.
Wil e the testinony fromFount ai nhead’ s wi t ness coul d have provi ded
the jury with a basis for ruling in Courthouse’'s favor on the
negl i gence cl ai munder either theory, the jury was well withinits
purview in holding that Court house’ s negl i gence caused
Fount ai nhead’ s i njury and that Courthouse had not net its burden of

proof on the issue of contributory negligence.



Courthouse argues in the alternative that damages shoul d
be limted to $25,000 because Fountai nhead waived the coll ateral
source rule by introducing evidence that it had received $175, 000
fromits insurer. The collateral source rule permts an injured
party to recover the full anount of provabl e damages regardl ess of
any conpensation received from collateral sources such as

i nsurance. Krenen v. Maryl and Aut onmobil e | nsurance Fund, 770 A. 2d

170, 174-75 (M. 2001). Limting Fountainhead’ s recovery to
$25, 000 woul d ambunt to a windfall for Courthouse because the jury
found Courthouse caused $200,000 worth of danages. Cour t house
concedes that a Maryland court has never held that a plaintiff
wai ves application of the collateral source rule by introducing
evi dence of recovery for its damages fromcoll ateral sources. W
conclude that the district court correctly applied the coll ateral
source rule in this case.
L1l

W affirm the judgnent based on the jury’'s verdict of
$200, 000 i n favor of Fountainhead on its negligence claim Because
the jury’s award conpensat ed Fountai nhead for “either or both” of
its two clainms, we need not reach Courthouse’s argunents on the
breach of contract claim

AFFI RVED



